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Abstract  

Title: The social-business hybrid organization - the long-desired answer to the BOP 
dilemma?   
Name: Julius Spinnler 
Key words: BOP, Social Business Hybrid, Hybridity, Hybrid Organization 

The purpose of this research is to understand how the hybrid character of social business 

hybrids can contribute to their success on the BOP markets.  To answer the research question, 

I conducted a comparative case study on two companies that can be categorized as social 

business hybrids and operate in BOP markets. I relied on secondary sources, which mainly 

consisted of secondary interviews and publicly available third-party sources. To analyze the 

data collected, I used the framework "value-capturing elements" elaborated by von der Heydte 

(2020). The results of the study show that both investigated companies can contribute to 

overcome the challenges of BOP markets due to their hybrid institutional form. Moreover, this 

research demonstrates that an institutional hybridity is most effective when it harmonizes and 

aligns with the company's mission. To particularly benefit from hybridity in BOP markets, the 

following elements prove to be particularly useful: achieving a competitive strategy, 

implementing value propositions and building a network of strategic partners.
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Resumo 

Título: A organização social-empresarial híbrida - A resposta há muito desejada para o 
dilema do BOP?   
Autor: Julius Spinnler 
Palavras-chave: BOP, Híbrido Empresarial Social, Híbrido, Organização Híbrida 

O objectivo desta investigação é compreender como o carácter híbrido dos “social business 

hybrids” pode contribuir para o seu sucesso nos mercados de BOP.  Para responder à questão 

da investigação, realizei um estudo de caso comparativo sobre duas empresas que podem ser 

categorizadas como social business hybrids e operar nos mercados de BOP. Confiei em fontes 

secundárias, que consistiam principalmente em entrevistas secundárias e fontes de terceiros 

disponíveis ao público. Para analisar os dados recolhidos, utilizei o quadro "elementos de 

captura de valor" elaborado por von der Heydte (2020). Os resultados do estudo mostram que 

ambas as empresas investigadas podem contribuir para superar os desafios dos mercados BOP 

devido à sua forma institucional híbrida. Além disso, esta investigação demonstra que um 

híbrido institucional é mais eficaz quando harmoniza e se alinha com a missão da empresa. 

Para beneficiar particularmente do hibridismo nos mercados de BOP, os seguintes elementos 

revelam-se particularmente úteis: alcançar uma estratégia competitiva, implementar propostas 

de valor e construir uma rede de parceiros estratégicos.
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1 Introduction 
 
Worldwide, 3.4 billion people live below the poverty line (World Bank Group, 2018), social 

problems are pervasive, and the ecological burden is greater than ever before. With increasing 

pressure, the demand for solutions in such regions of social and ecological issues is not only 

rising in the peoples‘ minds but is also reaching the level of public and private decision-makers. 

Although the urgency seems to be greater than ever, in the past it has hardly been possible to 

find universally valid and effective solutions. Scarcely any public institutions, private 

organizations nor charity organizations have been able to solve such problems effectively and 

above all sustainably (Dembek, Sivasubramaniam and Chmielewski, 2019).  

However, challenges in these impoverished regions are undoubtedly existing: lack of 

infrastructural and institutional features to work efficiently, small profit potential due to a 

reduced purchasing power, or missing independent financial support are only the most 

prominent obstacles (Jaquez et al., 2015).  

 

The fight against poverty while ensuring profitability has been a much-discussed but also 

criticized topic since Prahalad's published theories on BOP markets in 2002 (Karnani, 2007; 

Dembek, Sivasubramaniam and Chmielewski, 2019). Organizations are needed that take on 

such stubborn and complex solutions to make progress for the disadvantaged people but also 

for society as such. Companies that both seek to deliver impact and generate profit while 

applying distinct institutional logics and principles are part of the so-called "social business 

hybrids" (von der Heydte, 2020) and are the main focus of this study. Social business hybrid 

organizations could be a better-adapted form of organization than non-profit or purely profit-

oriented organizations that have been in the markets so far due to their ability to recombine the 

characteristics and logics of several forms of organization (Battilana and Lee, 2014; Dembek, 

Sivasubramaniam and Chmielewski, 2019). It, therefore, represents a promising way to fight 

social and environmental challenges in a sustainable but effective way. 

 

Research studies have increased significantly towards hybridity and social businesses 

(Mongelli et al., 2019), but still, there is not yet sufficient academic research in the field of 

hybrid organizations in poor markets. Although qualitative research is predominant in the 

academic field, these organizations operate in very context-specific locations, so that further 

qualitative research is required so that general conclusions can be drawn across local markets 
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(von der Heydte, 2020). Also, there is a significant lack of research when it comes to the 

opportunities given by the application of the hybridity of social business hybrids operating in 

poor and underserved markets (Mongelli et al., 2019). For this reason, this study examines the 

following research question: 

 

How can the hybrid character of social business hybrids contribute to its success in the BOP 

markets? 

 

This research follows a qualitative approach based on a comparative case study, on two hybrid 

companies, Envirofit International (Envirofit) and Husk Power Systems (HP). 

Henceforth, this thesis is structured in six different chapters. The literature review covers the 

definition of BOP markets using the underlying BOP definitions, presents the different BOP 

approaches and, due to its thematic proximity to hybridity, particularly addresses BOP 2.0 and 

BOP 3.0. Moreover, the essence of hybridity with emphasis on social business hybrids is 

explained extensively and the term of success is broadly presented in this regard. Finally, the 

social and economic added value of these organizations is discussed. 

The methodology explains why qualitative research was the preferred method, the reasons for 

the case study methodology, the companies chosen and the difficulties encountered. Further, 

the data collection, the analysis process, and the framework used are described. Then, the case 

studies of HP and Envirofit will be presented. The findings and discussion will show how the 

hybrid character of social business hybrids help to achieve success in the BOP markets, 

including a discussion of how the results can be linked to or distinguished from other current 

research work. Lastly, the conclusion discusses the main findings, the limitations of the study, 

and other research perspectives. 
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2 Literature review 
 
The literature review demonstrates that the evolution of the base-of-the-pyramid approach has 

evolved from Prahalad's publication in 2002 in which the poor were mainly seen as potential 

consumers, to an actively integrated participatory approach with the shift of the integrated role 

in the value chain. It shows also that increasing attention for charity topics and organizations is 

coming into the light of research and the public - including those of social business hybrids.  

 

This chapter begins by defining the key elements of this study and how they relate to each other. 

Core elements are BOP strategies and hybrid organizations with special attention to social 

business hybrids, which are presented as a possible solution to the prevailing problems and 

challenges of BOP strategies. In addition, the value-creating elements of social business 

hybrids, critics, limitations, and the gaps in the respective research areas are presented. 

 

2.1 The fortune at the Base of the Pyramid (BOP) 

 
Almost twenty years ago, Prahalad and Hamel introduced in their work "The Fortune at the 

Bottom of the Pyramid" in 2002 the original idea that multinational enterprises (MNEs) have 

the chance and ability of both, to alleviate poverty while gaining profits and growth. The term 

“Bottom of the Pyramid”1 (BOP), which initially represents the lowest layer of the global 

income pyramid, was first mentioned in this way and has been used frequently ever since. Their 

article raised wide-ranging awareness and was well discussed and cited among researchers and 

managers (Dembek et al., 2019). In this context, the term BOP describes the poorest layer of 

the world's population, which often tends to be forgotten and unconsidered when developing 

business models and business strategies. Furthermore, it is a mostly untapped market and offers 

great economic potential for companies while having the opportunity to reduce poverty at the 

same time (Caneque and Hart, 2015). The definition and measurement of the poverty line in 

the economic sector have led to disagreements and controversial debates for many years (Gupta 

and Khilji, 2013), because depending on its size the potential of the markets and thus its 

economical value can change dramatically (Karnani, 2007), and in addition, a purely monetary 

measurement has been widely criticized (Simanis, Hart and Duke, 2008; World Bank, 2016). 

Per capita income in absolute terms, relative average income or non-monetary parameters of 

 
1 Originally, it was called Bottom of the Pyramid, but evolved during the years to Base of the Pyramid 
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basic needs satisfaction are often used approaches (World Bank Group, 2018). Others refer to 

the poverty line of $1 or $2 per day, which can be found in academic papers on poverty (Reddy 

and Minoiu, 2007). Following the main articles of Prahalad and co-authors (2002), most articles 

use a per capita income of $1,500 or $2,000 per year or less (based on internationally 

comparable purchasing power parities (PPPs) Kolk et al., 2014). Nevertheless, it remains 

"inaccuracies in data collection or problems in determining purchasing power parities" (Sillers, 

2006 p.5). 

Despite the discrepancies, in this study, the definition of the BOP segment is oriented towards 

the World Bank and thus determined on the level of income. An annual income of about 2000 

USD (PPP) is assumed as the limit, which means that 5.50 USD (PPP) per day and capita 

separates the base from the rest of the pyramid. At 46%, it affects almost half of the world's 

population (Gupta and Khilji, 2013, p. 9f).  

 
Figure 1 The Global Wealth Pyramid 2019 

Source: Worldbank (2018) 
 

Additionally, it must be clarified that the classification of BOP cannot define homogeneous 

groups or markets. The respective regions are too different, measured by income threshold, due 

to political, natural, cultural, or specific conditions (Chikweche and Fletcher, 2012; Mathur, 

Swami and Bhatnagar, 2016).  

 
2.2 Difficult conditions in BOP markets further limit market opportunities 
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Developing countries often lack a regulatory framework (Kurukulasuriya et al., 2013). A non-

functioning legal system cannot provide full protection for intellectual property or against 

breach of contract. Besides, market conditions are made more difficult by the increased level 

of corruption (Schrader, 2011). Also, BOP markets usually have an inadequate infrastructure, 

which is a major problem for any business or organizational activity. Common issues of lack 

of infrastructure include an inefficient road network, transportation, or telecommunication 

(Schrader, 2011). Moreover, these inefficiencies lead to higher prices, better known as the 

poverty penalty (Caneque and Hart, 2019). Furthermore, a lack of knowledge and education 

can be a significant problem in the relevant BOP markets, since it considerably complicates a 

rational and fair purchase decision (Chikweche and Fletcher, 2012). Also, it lacks sufficient 

access to markets and trading places where individuals can offer their labor or products (Katz 

et al., 2007). So, people often don’t know the current market conditions and offers.  

The conditions described above illustrate that the markets require special demands on 

enterprises and are not only characterized by poverty, but also by serious difficulties from 

distinct circumstances. To avoid leaving these markets untapped and to defy these special 

requirements, various so-called BOP strategies have been created and evolved over the years. 

 

2.3 The evolution of BOP strategies 

 
Over the past two decades, Prahalad and Hart (2002) have made the topic and the term BOP in 

management popular, and for the first time, someone has promoted the high potential and 

urgency of BOP markets. The topic has been widely discussed, criticized, and further developed 

to increase the success of the strategies. The evolution started with BOP 1.0, continued with 

2.0, and reached 3.0. Since BOP 1.0 lost its importance and actuality it will be described only 

briefly. 

 

2.3.1 The rise and fall of BOP 1.0 
 
Prahalad and Hart almost exclusively influenced BOP 1.0 in 2002 by presenting “a form of 

inclusive capitalism, emphasizing the role of enterprises in reducing poverty” (Prahalad and 

Hammond, 2002). Initially, the authors referred to a call to the multinational enterprises 

(MNEs) to reach BOP markets and support alleviating poverty. The aim was finding a fortune 

at the BOP while lifting the lives of the poor (Prahalad, 2010) by redefining entire BMs, 

adapting products, services, and organizational processes tailored to the needs and challenges 
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of BOP markets. It also implied building unusual partnerships with governments, NGOs, and 

others to merge local and international knowledge and capabilities (Gollakota et al., 2010). 

Even though the concept aimed at MNEs, according to Kolk, Rivera-Santos, and Rufin (2012) 

several institutional forms, such as NGOs and governmental organizations, started following 

this call after the article was published. 

However, the first generation was often criticized in many ways: MNEs didn’t engage with 

BOPs nor target poverty alleviation but aiming to sell to the poor and seek new opportunities 

for business development (Chmielewski et al., 2020). Although it pointed for inclusive 

partnerships, BOPs were seen and used as customers rather than partners. Ultimately, this led 

in some cases to the economic domination of MNEs over poor global communities. Karnani 

(2007), who strongly questioned the BOP approaches, criticized the BOP and pointed out that 

poverty reduction can only be successful if the real income of the poor increases, meaning that 

above all the poor must be seen as producers rather than consumers. In addition, he accused 

lack of evidence, because many exemplary cases were not operating within the poverty line. 

Therefore, the success of companies' BOP 1.0 efforts is limited (Karnani, 2013).   

 

2.3.2 From finding to creating fortune at the base of the pyramid 

While in BOP 1.0 the MNEs were acting to "find a fortune", in BOP 2.0 the strategy and view 

of the market have been changed to "create a fortune" (Caneque and Hart, 2015). The focus of 

BOP 2.0 is the integration of the poor as a business partner. At the heart of the strategy lies co-

creation and co-invention, the search for in-depth dialogue and joint commitment constructions. 

Knowledge and skills are developed by all participants in cooperation and shared among all 

those involved (Caneque and Hart, 2015). Furthermore, the process of innovation becomes a 

corporate, integrative, and social process, rather than an isolated one. Another major part of the 

change to BOP 2.0 is the link between BOPs and corporates. Initially, the relationship was 

mainly controlled and meditated by NGOs. In BOP 2.0, it turned into a direct and more personal 

link, which is initiated but no longer exclusively controlled by NGOs (Simanis et al., 2008). 

According to Simanis et al. (2008), starting with BOP 2.0, the people in BOP markets are from 

this point on seen as “buyers, sellers, and entrepreneurs” (Loera and Marjanski, 2015, p.192), 

which in turn strengthens the general commitment and engagement of all those who take part. 

Profit is supposed to become more closely linked to alleviating poverty, and expectations are 

becoming more long-term oriented. However, “cross-sector partnerships with local 
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organizations including non-governmental organizations were not evident” according to 

Dembek et al ( 2019, p.15). Also, they claim that partnerships are surprisingly less common 

nowadays than in the early years. It indicates that recent research only examined distinct 

features of BOP 2.0 rather than all attributes (Dembek, Sivasubramaniam and Chmielewski, 

2019).  

2.3.3 BOP 3.0 – Does it eventually bring financial and social success? 

The latest developed business model of BOP, in which the small and poor producers of BOP 

are becoming main actors, is called BOP 3.0. It contains some further differences from the 

previous approaches: After BOP 1.0 is characterized by finding fortune, and BOP 2.0 by 

enabling fortune, the focus of BOP 3.0 is on sharing fortune (Gupta and Khilji, 2013). Social, 

sustainable, and environmentally friendly values play an increasingly important role not only 

in the BOP context but also in the global economy. BOP 3.0 includes a far greater social 

responsibility than its predecessors. Fortune sharing can be seen as a kind of compensation for 

“negative social and environmental externalities of traditional global value chains” (Gordon, 

2014, p.20) like exploiting low-income communities due to power relations, knowledge, and 

skill-capacities (Gupta and Khilji, 2013). 

Core elements of the concept are, on the one hand, the process of innovation and solution-

finding. BOP actors are deeply involved in the process of enhancing open innovation (Gupta 

and Khilji, 2013). Also, the circle of stakeholders will be further expanded. In BOP 3.0, the 

system and the circle of stakeholders are much larger (Dembek et al., 2019). Despite improved 

networking and numerous cooperations in the supply chain, the "last mile" remains problematic 

due to the lack of infrastructure. More innovative, collaborative solutions and the 

implementation of sharing channels should make the distribution process more effective 

(Chmielewski et al., 2020). Thus, complex and extensive partnerships are an essential part of 

the BOP 3.0 strategy (Lashitew et al., 2020). Finally, the original call of poverty alleviation was 

developed towards enabling sustainable development. Although the majority of the 

accompanying criticisms of BOP 1.0 have been eliminated or adapted, it still lacks practical 

evidence to draw valid conclusions. 
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Figure 2 Evolution of Base of the Pyramid. 

Source: BOP 1.0 and 2.0: Simanis et al., (2008, p. 2); BOP 3.0: Pedrozo (2015, p. 198) 
 

2.4 The difficulties of combining the social and economic objectives 
 
Despite the increase of published articles, criticism in academia remains particularly high when 

it comes to BOP strategies (Gupta and Khilji, 2013). Firstly, it lacks a large number of "robust 

quantitative studies with a longitudinal approach"(Dembek, Sivasubramaniam and 

Chmielewski, 2019), which are required to derive meaningful findings. Thus, it can be said, 

BOP research is still at the "embryonic stage and in need of stronger theoretical foundations" 

(Khalid and Seuring, 2019, p. 683). Secondly, BOP markets are a very heterogeneous and 

context-specific phenomenon, therefore it’s questionable, whether these theoretical findings 

can be applied in practice (Dembek, Sivasubramaniam and Chmielewski, 2019). Another key 

limitation lies in the non-uniform definition of poverty. The claim goes beyond economic 

dimensions towards a sociological definition to complete the exclusively income-based 

definition (Ansari, Munir and Gregg, 2012; Yurdakul, Atik and Dholakia, 2017). Consequently, 

double standards are applied within the academic debate, which in turn harms the validity and 

comparability of the research discourse in the field of BOP studies. 
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Although almost two decades of collecting useful insights have passed, yet the critics remain 

strong. For instance, Dembek et al. (2019) complain that the call from Hart et al. of BOP 2.0 in 

2009 to treat the BOP as partners and recognize them as potential producers and entrepreneurs 

instead of consumers to create mutual value is practically disregarded. Nevertheless, only 

focusing “on increasing the income of the poor can also cause trouble and destroy communities” 

(Dembek and York, 2018; Dembek et al., 2018, p. 378).  

In addition, strategic partnerships with local and governmental organizations are not only 

relatively less prevalent in recent publications, but also relatively less pursued compared to the 

early days of BOP initiatives (Mathur, Swami and Bhatnagar, 2016). Thus, it suggests that 

establishing partnerships with these organizations either implies greater hurdles or the value of 

such partnerships is underestimated or not recognized as such.  

 

“While there is considerable anecdotal evidence of successful BOP ventures, there is very little 

empirical support for the core promise of the BOP approach” (Dembek et el. 20, p.15): that 

companies can serve BOP markets and simultaneously making profits contributing to poverty 

reduction (Dembek et al., 2019). It becomes clear that many BOP organizations fail to combine 

the two missions of profitability and charity at their core and instead only pursue a one-sided 

mission (Dembek et al., 2019). Not only are the BOP proposals essentially mainly unfulfilled, 

but a one-sided focus on either can also harm the poor communities and therefore require better 

solutions. 

 
 
2.5 The opportunity of hybrid organizations   

Hybrid organizations are by nature difficult to define (von der Heydte, 2020). Hereby, hybridity 

refers to the combination of at least two institutional forms of organizations and thus implying 

two different logics (Pache and Santos, 2010). Organizations can take a variety of legal types 

consisting of three major logics (Billis, 2010), so a superordinate schema helps to divide them 

into the distinctive institutional logics and their respective organizations: the 

private/commercial, the public/government, and the non-profit/charity logic with all their 

different characteristics. A wide variety of combinations of diverging organizations is possible, 

which may also result in different forms of hybrids, which, however, all have in common that 

they have two logics. The extent to which a hybrid organization follows a certain institutional 

logic more than another can vary a lot, and it might even change over time (Battlana et al., 
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2012). For example, a hybrid based on charitable and profit-oriented logic can be a commercial 

business that simply operates socially responsible, or in contrast, a non-profit organization that 

only involves some income-generating activities (Figure 3). 

 

Figure 3 The range of social entrepreneurial activities   

Source: von der Heydte (2020, p, 21) 

However, no completely new organizations are created, only existing forms of organization are 

newly combined and further merge into more coherent forms (Battilana and Lee, 2014). 

Doherty et al. (2014) take a similar view and describe hybrid forms “as structures and practices 

that allow the coexistence of values and artifacts" of several categories. Hybrid organizations 

at the interface of commercial and non-profit which apply both logics form the focus of the 

present research and are called social business hybrids (SBH). 

 

Figure 4 Overview of institutional forms, 

Source: adapted from Billis (2010), p.57 
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2.5.1 Social hybrid organization - an ideal type for the BOP dilemma? 

In the management literature, there are several terms such as "social hybrid", "social enterprise" 

or "social hybrid company" that define the phenomenon of hybrid organizations based on a 

combined commercial and social logic, whereby the understanding of the term can differ 

greatly. The duality of the two logics is not central to all so-called "hybrid organizations", and 

may refer to two or more missions (Doherty, Haugh and Lyon, 2014), however, this will not be 

the focus of this study. 

Thus, the term being used in this study is "social business hybrid" (SBH), because it’s defined 

as a truly balanced hybrid which consists of two different logics within their business activities 

and its institutional structure, which are encompassed in almost equal parts. Beyond that, it’s 

further aptly defined by the criteria of von der Heydt (2020):  

• operating on a free market and taking entrepreneurial risks 

• pursue a social or environmental need as a primary objective that isn’t efficiently served 

by private or public organizations 

• dual logic, which strives for a mixed value creation 

• financially independent and a limited profit distribution 

It’s clear that in today's reality, most organizations display a certain degree of hybrid behavior 

in two of the given institutional forms (Battilana and Lee, 2014). However, the crux of hybridity 

is that these organizations use different logics that seem potentially incompatible (Mongelli et 

al., 2019). For instance, a combination of private and charitable logics can mean that profits are 

made, but they are put into nonprofit projects with no financial return. (Vickers et al., 2017). 

The dual approach can also imply that an organization requires the protection of knowledge 

and innovation for competitive reasons, but simultaneously openly shares resources with other 

market participants to push social goals even further (Vickers et al., 2017). Thus, there is the 

potential to use beneficial elements of two different logics to achieve market advantages that 

contribute to a more efficient pursuit of the respective mission (Mongelli et al., 2019). In the 

past, this alleged incompatibility has often been seen rather critically and viewed mainly with 

challenges and risks (Battilana, 2018). Today, more scientists argue, that it represents a great 

potential to build up an organization better fitting to the contextual and required demands (Jay, 

2013; Mongelli, Rullani and Versari, 2013).  
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The advantages of hybridity have not yet been fully researched, but SBHs intend to make a 

major contribution that goes beyond profit interests to achieve social or environmental goals 

(Haigh, 2015). Nonetheless, they also face distinct challenges. For example, hybrid ventures 

fall into a zone between business and charity, which makes it harder are to get funded since 

their dual mission might lead to a smaller financial return and also pure philanthropic 

foundations are less eager to fund them due to their commercial activities (Alberti and Garrido, 

2015). Even though hybrid organizations stand in front of a promising era (Battilana and Lee, 

2014), they still lack general acceptance and legitimacy (Luke et al., 2013), since they’re still 

in their infancy. 

2.5.2 How can social business hybrids help to solve the issues of BOP approaches? 

Based on the core elements discussed above and the issues of the latest BOP strategies, it will 

be examined whether SBHs represent an ideal institutional form to overcome the current 

challenges of BOP approaches. It includes the recomposition of things like institutional 

mechanisms, practices, processes, values, or governance principles from social and commercial 

logics. 

Above all, the biggest challenge is to combine the social and economic mission and to fulfill it 

with the opportunities offered by hybridity. A first supporting element of SBH is its market 

presence. Market presence is not only a means of making profits but also enables the SBH to 

increase its social impact (Ramus, Vaccaro and Brusoni, 2017). Greater financial resources also 

enable social impact and change, a core premise of the BOP. Incorporating commercial logic 

generally leads to higher productivity (York, Hargrave and Pacheco, 2016), which in turn 

increases overall legitimacy and consequently attracts more customers, potential partners and 

the local population (Pache and Santos, 2013). This creates a positive cycle that promotes both 

social and commercial goals. In addition, market presence promotes financial independence, 

which enables them to act freely on the market and being less dependent on grants or donations 

(Mair, 2010).  

Also, SBHs can specifically support the demand for the development of local skills, knowledge, 

and training for local producers and entrepreneurs. Commercial activities can finance these 

efforts, especially cost-intensive training (Doherty, Haugh and Lyon, 2014). An efficient 

transfer of knowledge is ensured by the non-profit oriented capabilities and skills to address the 

poor and local community according to their needs (Ebrahim, Battilana and Mair, 2014). This 
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is reinforced by the authenticity and trust of the SBH due to its charitable orientation (Pache 

and Santos, 2013). Purely commercial organizations and MNEs experience it more difficult and 

suffer especially from a lack of trust and authenticity from the local community (Doherty, 

Haugh and Lyon, 2014). 

Furthermore, the issue that BOP participants are mainly seen simply as consumers and that they 

aren’t sufficiently involved needs to be tackled. The involvement of the local community and 

social beneficiaries in commercial mechanisms like production activities “can trigger processes 

of empowerment and emancipation that directly cater to social impact, well beyond the usual 

economic support” (Mongelli et al., 2019, p. 302)  and can initiate positive social change across 

organizations. The rather non-commercial activity to cooperate with the market despite profit 

intentions, the SBH tries to invite newcomers to the market and encourage imitators instead of 

erecting barriers to entry. This strengthens the acceptance of their BM and above all their 

missions. Moreover, it fosters long-term and systematical changes, supports a stronger legal 

framework, and an overall rise for the local economy. (Giorgi and Weber, 2015) 

SBHs also have an advantage over commercial companies in BOP markets, as they can 

establish many valuable and diverse partnerships that are essential in this market. On the one 

hand, partnerships support commercial activities with suppliers, retail, and production (von der 

Heydte, 2020), on the other hand, partnerships with local NGOs, impact investors or even 

governmental institutions (Haigh, 2015). It has been proven that companies that are 

economically more efficient are also socially more effective (Battilana, 2018), so governmental 

institutions and impact investors may be particularly interested in partnerships with SHOs. This 

in turn can include the provision of free resources, but also access to knowledge and market 

power. The nature of SBHs reduces costs compared to commercial organizations, e.g. in terms 

of capital costs, free marketing, or for personnel (Doherty, Haugh and Lyon, 2014). Likewise, 

there is the possibility to receive volunteers or get access to low-cost distribution channels 

through partnerships. Therefore, SBHs can create an entire value network that is tailored to the 

demands of BOP markets. Also, SBHs often aim to serve markets that are traditionally 

underserved by mainstream firms and by governments (Doherty et al., 2014). 

Much of the value creation opportunities that these SBHs can exploit precisely because of their 

hybrid nature would be difficult to implement in non-hybrid organizations (Doherty, Haugh 

and Lyon, 2014; Mongelli et al., 2019).  
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2.6 What challenges do social business hybrids have to cope with? 

Due to the hybrid structures, it is in the nature of things that properties, goals, and institutional 

structures differ. To draw general findings more research is needed. Research has so far focused 

particularly on the challenges facing organizations. but it missed to specifically examine 

opportunities (Mongelli et al., 2019). Studies that capture time as an important dimension are 

not yet available in sufficient numbers. This prevents a deeper understanding of causal 

explanations, the value creation process, and “when a hybrid way of organizing is transitory 

and when it is a steady-state“ (Mair, Mayer and Lutz, 2015, p. 21). 

 
2.7 What is a success from the perspective of a social business hybrid? 
 
Given that SBHs are not only taking advantage of the two different logics but also being 

responsible for achieving both economic and social results, this leads to changes in the way in 

which performance is measured, as it is done for purely financial or results-oriented 

organizations. Ebrahim et al (2014, p. 85) describe it by „success is defined in terms of progress 

toward the social mission “ and thus provides one part for the definition of success used in this 

study. Measuring social impacts is difficult due to the lack of common standards or benchmarks 

for social achievements and the general difficulty of comparing the social performance of 

different organizations and sectors (Ebrahim and Rangan, 2014). However, the unusual nature 

of these organizations results are based on a combination of commercial activites with social 

objectives (Rymsza, 2005). Even though the main purpose of social enterprises is not to make 

commercial profits, but primarily to generate jobs, alleviate poverty or social integration, 

whereas the other part of their success includes commercial activities (Wronka, 2013). This 

includes the generation of profit and therefore sets the basis for measuring commercial success 

in this thesis. However, causal links between activities and output remain highly difficult since 

a social impact is by nature difficult to measure and very context-specific. For these reasons, 

this study intends to measure economic and social with the sustainable outcome as a whole and 

evaluates them by the value they create. In summary, this thesis measures the success of SBHs 

in creating social value while maintaining economic profitability. 
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2.8 The value-capturing elements of a social business hybrid 
 

Within the academic discourse, attention around the topic of SBHs is growing rapidly (Dembek, 

Sivasubramaniam and Chmielewski, 2019), but there is still no common consensus on a BM 

which helps to further analyze SBHs. Von der Heydte (2020) sets up the first attempt with her 

“value-creating elements for social business hybrids” and works out the core characteristics for 

the value creation process. Herewith, a basis for an academic analysis of SHOs and the 

satisfaction of "the need for a consistent working definition" (von der Heydte, 2020) is created. 

She uses distinct approaches to define social business models and based on the elements of 

social businesses according to Osterwalder and Pigneur (2010), the core characteristics of SBHs 

are identified. This results in ten core characteristics, which I use to understand how the hybrid 

character of SBHs can contribute to its success in the BOP markets. 

i. Value Proposition: “The value proposition is created as a solution to an urgent social 

need and can be delivered as a product or service” (von der Heydte, 2020, p. 41). To 

make the value creation process extremely efficient, SBHs ideally need to generate 

positive external effects. At best, profit generation is coupled with social impact.  

The logic of the value proposition between private and social enterprises differs strongly 

in the sense that one is based on offering products and services according to market 

demand and the other serves services according to a social need. The value creation 

process of an SBH, therefore, consists at best of a combination of both logics. 

ii. Key Resources: Regardless of the type of enterprise, every company requires key 

resources. Key resources enable an SBH to “create a value proposition, reach markets” 

(von der Heydte, 2020, p. 41), and ultimately generate revenue. Key resources can be 

different - physical, financial, intellectual, or human. SBH often use resources and labor 

below market value to create greater value for the beneficiaries. 

For SBHs the allocation of resources can usually result in conflicting logics. Based on 

the profit-oriented logic, resources should be chosen, depending on what brings the 

highest financial return. Charitable logic, on the other hand, requires that sustainable 

resource procurement with the highest social impact should be pursued.  
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iii. Partnerships: Partnerships are agreements between different parties to foster mutual 

interests and doubtlessly of great importance for almost every organization to create 

value and gain competitive advantage.  

SBHs use principles of social and commercial logic to build the most possible and 

efficient value network. Of particular value are partnerships based on social logics, as 

these are partnerships with governmental or socially oriented institutions and often 

provide low-cost or non-monetary assistance and resources. 

iv. Client Segment: Von der Heydte describes the clients for SBH as “beneficiaries and 

customers. Beneficiaries can be, but are not necessarily equal to the customers“. 

Beneficiaries are the people who benefit from a particular problem to be tackled and 

customers are those who pay for a product or service. 

In the case of SBHs it occur regularly and reflects well the interplay of two logics, the 

commercial and social one when it comes to an overlap of customer and beneficiary. 

SBHs try to exploit this potential to maximize efficiency and value. 

v. Revenue/ Cost-Structure: SBHs can have a single or multi-dimensional revenue and 

cost structure. Revenues can be generated through profit-making activities, donations, 

or other financial support, but must necessarily be financially sustainable and self-

sustaining in the long term, as the social goals depend heavily on the revenues 

generated.  

Concerning SBHs, a multidimensional income model and a cost-oriented approach are 

of great importance to keep the impact as high as possible and remaining financially 

independent. 

vi. Governance Structure: The governance structure describes who and how an SBH is 

operated. In this, van der Heydte points out that this can be very different due to large 

geographical differences in the legal forms and the general context and that no clear 

similarities can be identified. 

There is no general rule about who and how many people are running an SBH, but seeks 

to exploit this element according to its characteristics. 
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vii. Operational Priorities: This element describes the operational objective which is 

usually based on social skills. Depending on the goal and ambition, the prioritization 

can vary between market, social, environmental, and economic values. 

The operational priorities differ strongly between the two logics. On the one hand, they 

are based on market forces and economic values, and the other hand on sustainable and 

social value creation. SBHs focus mainly on social needs, but tries to leverage the 

principles of both logics in order to find a value-oriented balance. 

viii. Human Resources: Human resources in SBH are defined as a mix of volunteers and 

full-time employees. Also, human resources are often paid below-average wages and 

are often dependent on volunteers. 

Although underpaid employees and volunteers are more likely to be part of social 

enterprises, the different institutional logics do not always allow direct conclusions 

about the workforce. 

ix. Competitive Strategy: A competitive strategy is the use or attainment of market 

advantages which cannot be used as profitably or efficiently by purely profit-oriented 

companies or non-profits. However, the competition between profit-oriented companies 

should not be equated with that between hybrids and non-profits, as a common goal 

may take precedence over one's individual goal.  

The competitive advantage of an SBH is that it can serve poorly served markets more 

efficiently or profitably than any other institutional form, because. SBHs use a 

combination of two logics to gain a competitive advantage. 

x. Affiliation/ Membership: Describes the promotional programs and affiliations with 

organizations that promote SBH. 

Whereas private companies are usually affiliated with other companies from the same 

industry, charitable organizations are rather linked to networks that deal with similar 

issues. SBHs try to utilize such affiliations strategically to increase economic, but 

especially social impact. 
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The elements of van der Heydte’s framework allow to examine the investigated cases for their 

core success factors and to draw conclusions on whether the SBH suit the requirements of BOP 

markets. 

 

2.9 The gap of examining social business hybrids in BOP markets 

 
This literature review first highlighted the issues surrounding BOPs and SBHs. In this section, 

I now highlight important gaps in the literature.  

First, although the field of hybrid organizations and SBHs is characterized by qualitative 

research, deep insights can be gained in only a few specific focus areas (von der Heydte, 2020). 

Second, London and Hart (2004) have called for a fundamental rethinking of business models 

in low-income markets at the beginning of the BOP discussion. BOP 2.0 and 3.0 also make it 

clear that a more inclusive approach is essential for the implementation of the strategies of the 

BOP. A major part of the rethinking could be an approach relying on SBHs. Whether and how 

SBHs can solve these challenges and how the integration of several institutional forms and 

logics can serve as a solution is still not yet clear and thus offers room for this research work 

(Ebrahim, Battilana and Mair, 2014). Especially the recombination of seemingly incompatible 

institutional principles opens doors for deeper research on the question of what positive effects 

are available for charitable organizations. It is still unclear to what extent hybridity leads to 

chances and opportunities, resulting in social innovation, more sustainable companies and 

inclusive markets (Mongelli et al., 2019).  

More specifically, there is a lack of research material when it comes to the appropriation, 

preservation and destruction of BOP communities and their markets. Disadvantages and risks 

of poverty reduction aren’t discussed sufficiently (Dembek, Sivasubramaniam and 

Chmielewski, 2019). In addition, even though all BOP approaches have emphasized the 

increasing importance of partnerships, it’s been claimed that the true role of partnerships in 

practice has not yet been fully explored and is little studied in the academic world. What kind 

of partnerships and to which extent partnerships are crucial in BOP markets are yet to be 

discovered (Dembek, Sivasubramaniam and Chmielewski, 2019).  

 

The further development of concepts and solutions to the challenges of BOP needs to be 

explored and the use of SBH needs to be further studied, as it is of particular importance for the 

general understanding of hybrid organizations and their success factors (Battilana and Lee, 

2014). Above all, it remains a large gap in the search for practical evidence that the core 
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promises of BOP approaches could be realized (Dembek, Sivasubramaniam and Chmielewski, 

2019).  

 

Drawing on the gaps given above and research opportunities, this study helps to explore how 

the hybrid character of SBHs can contribute to its success in the BOP markets?  
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3 Methodology 

This chapter presents the methodology used to answer the research question. First, I expose and 

justify my methodological choices. Afterwards, the process of data collection is described and 

finally, in the third section I explain how I data analyzed the data. 

 

3.1 Research Design 
 
To conduct my research, I used a qualitative approach that allows me to uncover deeper 

processes and causal relationships in individual organizations (Birkinshaw, Brannen and Tung, 

2011). Furthermore, it helps me to gain a profound understanding of how these individual 

phenomena develop over time to ultimately provide a basis for generating management theories 

(Bluhm et al., 2011). For the analysis, I have chosen an exploratory, multiple case study. On 

one hand, exploratory, since not much is known about the phenomenon being studied (Yin, 

2003). On the other hand, a multiple case study, because it allows an investigation across 

different cases. This helps me to identify anomalies, similarities, or differences in the selected 

samples and eventually helps to achieve more solid results (Yin, 2003).  

 

In order to be able to make an appropriate comparison, I selected two companies that have the 

institutional form of an SBH and each operating in BOP markets. In doing so, the following 

selection criteria were decisive for the choice of companies: the companies had to comply with 

the institutional form of SBH, operate in mainly BOP markets and furthermore, the companies 

should execute their business over a longer period and at best operate internationally to ensure 

operational seriousness and a certain degree of proven performance. With the criteria mentioned 

above, I considered a total of 22 potential companies for further research (see Appendix 9.1). 

 

Initially, my first preference was to collect primary data, mostly in the form of semi-structured 

interviews, as these allow the collection of more in-depth information (Malhotra & Birks, 

2007). Thus, all of the pre-selected companies were contacted for potential interviews. This 

process turned out to be of particular difficulty as none of the contacted companies responded 

to any of the requests sent within a reasonable period of time. The main reason for the poor 

response rate is very likely linked to the global corona pandemic, which limits business 

activities to the most elementary processes. 
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Since secondary analysis is considered as a valid investigation method in management research 

and provide a rich and unique source of research material (Corti and Thompson, 2012), I 

decided to focus on secondary data as a mean for data collection such as Mongelli et al. (2019), 

Bottomley and Holden (2001) and Welch et al. (2011). Ultimately, I selected Envirofit and HP 

as they best met the criteria above and offered numerous secondary sources. Thus, these 

companies are suitable cases to answer the research question. 

 
3.2 Data Collection 
 

For the data collection, I followed a two-step process in which I first collected publicly available 

data from the two companies. This included self-reported data published by companies such as 

internal reports, publications, the company’s website or press releases. This first step allowed 

me to get a first overview of the industry, the companies' BMs and their goals and strategies 

and to familiarize them with the institutional context (Corley and Gioia, 2004). Then, I focused 

on publicly available data about HP and Envirofit from independent third-party sources such as 

online publications, podcasts, interviews, research reports, and company or sector-specific 

scientific literature. This third-party literature was selected according to their contextual 

proximity, preferably not older than 10 years, and a certain level of seriousness of the publisher. 

The following tables provide a summary of the data sources used: 
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Figure 5 Overview of Data Collection of HP. 

(complete table can be found in appendix 2)  
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Figure 6 Overview of Data Collection of Envirofit 

(complete table can be found in appendix 3). 
 
 
3.3  Data Analysis 
 
To analyze the data collected, I first started narrating the story of both cases to identify the 

overall context and the temporal relationships of the events within both cases. Then, for further 

data analysis, I used a deductive coding approach based on the framework of von der Heydte 

(2020). Since this framework could not be found to be operationalized in other studies yet, I 

have applied it independently. However, it allowed me to code on predefined elements by von 

der Heydte. As described above, this framework consists of ten different elements. From the 

available data, no other element or category emerged that is not covered by the framework.  

 

The coding process was structured as follows: First, the collected data was examined and that 

information that was considered to be important were assigned to the elements based on the 

framework mentioned above. Then I classified these 1st order concepts into aggregated 

dimensions to eventually contribute to answering the research question. In the end I examined 
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each finding of the elements as a  whole, to see how the individual codes are related in the 

overall context (Dey, 2003). 

 

 The following example illustrates how the coding process works:  

 
Figure 6 Coding Process, Quote from Manoj Sinha, Interview with NDTV (2015) 

 
I pre-selected and labeled the collected data based on their core statements. In this case, this 

interview received the preliminary code "governmental cooperation" describing and 

summarizing what HPs CEO is discussing. Using the literature, I then categorized the 

preliminary codes finally into the elements given by von der Heydts framework (2020). In doing 

so, I referred to the respective definition of the elements and assigned them based on their 

content affiliation. In this case, I was able to assign all labeled “Cooperations” to “Key 

Partnerships” due to their content-related correspondence to analyze them afterward together. 

  

 

4 Empirical setting chapter 

In the following chapter, I am going to look at the two selected SBHs to being able to answer 

the question of how the hybrid character of SBHs can contribute to its success on the BOP 

markets? Envirofit and HP have proven to be effective and sustainable in primarily poor 

markets while building a profitable business on a large scale. Each enterprise integrates a social 

mission that uses two different logics. On one hand reliable, cost-effective, and sustainable 

energy supply and the other hand the development of indoor stoves, which significantly reduce 

health risks (Deloitte, 2017). 

 

4.1 Envirofit: A breath of fresh air by doing social good with a for-profit model 
 
In 2003, Envirofit International (Envirofit) was founded in the USA. Envirofit is a disruptor in 

the traditional cookstove industry and develops and produces high performing biomass 
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cookstoves that are durable, highly fuel-efficient, low-emission, and affordable for even the 

poorest segments of the base of the pyramid. At the same time, they deliver a positive impact 

on the environment, health, and livelihoods. 

 

4.1.1 Kick-Off - When trying to make the world a better place becomes reality 

Everything started with a student’s project to develop a well-engineered technology solution, 

affordable for developing countries, and provided through sustainable market strategies. In 

2003, Envirofit started with the mission of reducing energy, alleviating poverty, and improving 

economics at a local level. The health problems caused by open fire cooking motivated the 

team: Worldwide, nearly 3 billion people cook over open fires at home, which can cause 

significant health damages and is responsible for up to 4 million deaths annually (WHO, 2018).2 

Envirofit made progress in the development and design of the stoves and gained scope and 

attention. After years of developing and a year of in-depth market research in India, Envirofit 

launched its first stove model in 2007. It was a very efficient and basic stove, featured a ceramic 

chamber with handles that met the company’s premise of producing efficient, durable, 

affordable, and visually appealing high-performance biomass cookers. For the benefit of the 

users, it could still be used with the traditional way of collecting wood. The stoves for private 

usage were usually offered between US$15-$50, and depending on different factors, the stoves 

were able to reduce toxic emissions by up to 50-80% and decreasing fuel use and cooking time 

by up to 60%. Today, with over a dozen products, often individually designed for each region, 

Envirofit started to become a global player and sold more than 1 million cookstoves in over 45 

countries across Africa, Asia, and Latin America.  

4.1.2 The companies plan 
 
Envirofit relies on the customer group itself for both development and design. Constantly, they 

conduct surveys with each customer, determine local cooking habits, type of fuel, and size of 

the cooking pots. They also survey visual preferences and analyze preferred materials and 

colors. Before each market entry, potential customers are consulted in person and often visited 

in order to adapt sufficiently to the customer and market. Envirofit uses a B2B sales model and 

relies heavily on close and local partnerships. It includes various distributors like local private 

companies, non-profit organizations and government institutions. These distributors in turn use 

 
2 According to Envirofit, this is comparable to the smoke pollution caused by inhaling two packs of cigarettes a 
day, while the death toll exceeds that of HIV, malaria, and tuberculosis combined. 



 33 

their sales network to reach and convince local customers. Since sales strategies in BOP markets 

are more difficult, Envirofit relies on intensive and specially trained personnel. This usually 

involves employees from low-income households, who are ultimately involved as customers, 

but also last-mile retailers. Furthermore, the company is targeting different market segments 

and offers it to small families up to schools and larger institutions which vary in size, type of 

fuel and price (US$20 to US$150). In order to make the financial, health and environmental 

benefits available to the poorest people, Envirofit works closely with different partners, such as 

microfinance organizations to further promote the purchase of the stoves. Another crucial 

partnership is the one with the Shell Foundation, which acts as an independent charity that 

provided Envirofit with substantial financial support and extensive knowledge in operational 

matters. Thus, it was possible, especially financially, to realize further expansions. Envirofit 

combines centralized manufacturing with local assembly. Current figures are not publicly 

available, but Envirofit already employs around 480 people and relies solely on people from 

the local communities. In addition, Envirofit claims to have created approximately 17,000 

indirect jobs by 2020. They have already sold more than five million low-emission cookstoves 

and claiming to have impacted the lives of 25 million people worldwide. 

 
4.2 Husk Power Systems – A role model for social business hybrids 
 
According to Bloomberg (IEA, 2017), more than 200 million people in India lack access to 

reliable electricity. HP is a disruptor by helping to provide schools, households, and businesses 

in the eastern part of India with sustainable and affordable electricity. 

 
4.2.1 Kick-off and the story behind 
 
Three friends who lived and studied in the USA came together in 2007 to talk about problems 

in their home country. All three knew each other from Bihar, their hometown in India, and 

discussed significant problems occur that occur daily. It soon became clear to devote attention 

to the local power supply, which was extremely unreliable and affected over 70 million people 

in Bihal. Finally, in 2008 they founded a company that converts unused rice husks into energy 

and supplies renewable and reliable energy through decentralized mini-grids. It was disruptive 

in many ways, especially because rice husks are accessible as organic waste and were therefore 

available at low cost. 

 
4.2.2 The company’s nationality 
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Today, the company designs, manufactures, owns, and operates more than 84 hybrid power 

plants with a broad distribution network in both India and Tanzania. Rural utility is HP’s main 

income business and driver for growth. The customer group is divided into private households, 

companies, and smaller factories, whereas almost the entire customer base (91%) lives on less 

than 4USD a day. After only four months of commissioning a new power plant, HP is in the 

black with this plant. Since January 2016 reached HP consolidated profitability. 

By connecting to electricity HP achieves great socio-economic impact. On one hand, savings 

can usually be increased by 30-40%. On the other hand, HP is in many cases an alternative to 

kerosene and diesel, which causes a positive effect on health and CO2 emissions. In addition, 

a 24-hour electricity supply enables the local economy at night. 

The business model takes advantage of the gaps that large utilities are opening as they focus 

only on larger and more prosperous areas. HP has recognized this gap and is trying to fill it by 

supplying mainly BOP consumers. The sales process and distribution network are deeply 

embedded in the rural areas by hiring local people and train them for the highly skilled jobs of 

solar and biomass technology. Employees get trained to efficiently run and operate power 

plants. HP follows an approach of education and proximity to the target group and consumers. 

Before a new power plant is installed in a village, the salespeople commit themselves to provide 

sufficient information about the advantages and reliability compared to the competition, as well 

as support during the installation.  

The flow of income is threefold. In addition to the main business of electricity supply, HP earns 

money by selling biomass power plants and Incense scented sticks. Today, HP has raised over 

U$25 million in venture capital funding and employing more than 200 people, 80 of whom are 

women. By serving more than 15.000 households, 120.000 people in total, they also replace 

15,000 tons of C02 a year. HPS does not disclose its financial figures, although they declared 

being profitable since 2016. 

 

4.2.3 Products to be offered 

HP manufacture and install mini power plants in rural areas, that private households and 

companies connect to on a pay-per-use basis” (Deloitte, 2017, p. 89). The products are tailored 

to the needs and resources of the poor. HP responded to the changing utility market and the 

growing demand for a constant 24-hour supply by switching to hybrid power plants. Solar 

energy is used during the day and biomass at night. The pay-per-use model is part of the 

strategy, as well as discounts for commercial customers and the subsidization of the cheapest 

models. In addition, smart metering technology has been developed to ensure individualized 
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energy management and to use customer data more efficiently. This offers customers a real-

time overview of electricity prices and energy consumption. 
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5 Findings 

This chapter presents the answer to my research question: how the hybrid character of SBHs 

can contribute to their success in BOP markets. To analyze the data collected I used the 

framework proposed von der Heydte (2020), which is composed of 10 elements 

 

5.1 Value Proposition 
 
The value proposition of an SBH “is created as a solution to an urgent social need and can be 

delivered as a product or service, [...] online or offline, directly or indirectly (von der Heydte, 

2020, p. 41). The aim is to transform key resources into commercial or social value, ideally 

simultaneously.  

 

The results indicate that the SBHs clearly promotes the value creation in BOP markets. It 

becomes evident that the examined SBHs are using different approaches to offer products and 

services that are on one hand required by the free market and on the other hand serve a social 

need. While the social need is apparent, the value proposition based on free-market principles 

raises controversy. At HP, for example, the demand for reliable energy supply is undisputedly 

high, while at Envirofit the need for a cooking facility is low, as this is already part of every 

household. This suggests that under certain circumstances a need may first have to be created 

in order to satisfy it afterward. Envirofit implements this process successfully and applies 

principles particularly known from commercial organizations. Finally, it should be also noted 

that while value creation processes are enabled and implemented through hybridity, they are 

ultimately initiated by the respective missions 

. 

A first approach from both Envirofit and HP is to use smart-pricing strategies. For instance, 

they charge wealthier consumers higher prices in order to artificially lower the prices for the 

poorest customers. Furthermore, both SBHs create value through an integrated pay-per-use 

method, which enables poor customers to pay in small rates. This not only serves a market 

demand but also serves the need of the poor. A final approach is the use of a participatory 

approach, in which it’s aimed to actively involve the BOP community in the general value chain 

and thus serving social needs as being employed and earning money. For instance, both 

companies only employ local people and try to produce locally, even though it might be more 

costly. A purely for-profit organization might avoid such expenses for financial reasons. SBHs, 
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instead, apply logics beyond the commercial one and can thus optimally serve the demands of 

the BOP market. 

5.2 Key Resources 

 
Key resources include any type of resource that enables an SBH to generate value and revenue. 

These resources are fundamental and SBHs attempt to get them below market value.  

 

The general results show that both examined cases indicate a conflict between the two applied 

logics as well as complementary practices. Depending on the respective mission and principles, 

logics can complement or contrast each other. Thus,  it depends on the individual scenario, 

whereby individual decisions must be weighed up, which are made at the cost of logic and its 

principles, but not necessarily at the cost of the company. At this point, the flexibility of the 

two logics becomes apparent. However, it cannot be derived from such flexibility whether the 

combination of using two logics in allocating resources automatically leads to more success in 

BOP markets. 

 

For example, for Envirofit the problem arises in regard to human resources and its recruiting 

process: The logical problem of underpaid, often voluntary workers and workers paid in line 

with market conditions conflict here. Envirofit decided on the basis of their socially responsible 

principles to paying salaries according to market conditions, rather than underpaid salaries, 

although this would be considered standard in social organizations. Moreover, when it comes 

to intellectual resources, i.e. the achievement of the patent for their stove technology encounters 

a profit-oriented logic that serves to secure the company's business purpose instead of the 

knowledge sharing for an overarching social goal. 

HP, despite contrasting emerging principles, also decided to pay salaries in line with market 

conditions. Beyond that, HP has repeatedly rejected financing offers that were not in line with 

its mission, but which could have been accepted based on purely financial logic. Nevertheless, 

research results also provide examples of a combination of both logics. For instance, cheap 

sourcing which aims to find underutilized resources to reuse these cost savings elsewhere and 

transform it into profits. By using rice husks HP contributes positively to the environment and 

uses an unused by-product to generate clean. Turning this process into a profit is then part of 

the commercial logic, and here an example of how both logics can be combined 

advantageously.  
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5.3 Key Partnerships  
 
Key partnerships are agreements between different parties to work together to foster mutual 

interests. SBHs aim for a functioning network of partnerships because it can provide resources, 

knowledge, or promising financial values.  

 

The research findings show, that a functioning network of partnerships is one of the most 

important pillars for achieving the objectives of SBHs. They offer low-cost or non-monetary 

resources, provide knowledge, preexisting networks, or promising financial values. Especially 

in BOP with its difficult conditions, this becomes essential and beneficial. The cases studied 

cooperate with numerous partners and built a large strategic network. For some potential 

partners like impact investors and state institutions, hybridity facilitates building these 

partnerships and achieving their dual goals, because it pursues on the one hand profit-oriented 

activities and on the other hand, it acts in line with social principles, such as reinvesting profits 

and transferring knowledge. However, it is also noticeable that hybridity becomes a negative 

aspect for many purely profit-oriented partners because SBHs remain in purely financial aspects 

rather unattractive. In summary, it can be said that hybridity does not enable all types of 

partnerships, but those that do are particularly attractive and easier to partner up with. 

 

Governmental institutions 

Both cases have been established numerous partnerships with governmental organizations, 

since both sides pursue common social goals, and thus can create mutual added value. The 

hybridity and dual mission enable both companies to operate more profitably and therefore 

more efficiently than regular NGOs or governmental organizations and simultaneously achieve 

greater social success than private profit-oriented companies. For instance, Envirofit has 

collaborated with the government of Honduras to set up a national cooking stove program, 

while HP cooperated with several governments in order to be supported with grants, networks, 

or entire marketing campaigns. In return, they created jobs, reduced the number of cases of 

illness or ensured a stable power supply. However, it has to be mentioned, that it cannot be 

determined from the data collected how many potential partnerships couldn't be arranged and 

to what extent hybridity could have had a negative impact within the negotiation process. 

 

NGOs 
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Equally essential for both cases were the cooperative alliances with local and locally integrated 

NGOs. NGOs often not only enjoyed the necessary trust but also serve as a bridge to the local 

community, as they are extremely well connected and can provide pre-existing distribution 

networks. Nevertheless, it suggests that it's less the institutional hybridity but primarily the 

social mission of the cases studied, which enables partnering with local NGOs.  

 

Investor Relations 

Despite the hybridity and the viable BM, capital funding was essential for a serious expansion 

and achieve scope and social impact. Envirofit, for example, has enjoyed the trust of the Shell 

Foundation since 2007, which hasn’t only provided financing in form of grants, loan guarantees 

and equity, but also support with business know-how. HP raised a total of at least $25 million 

in funding’s from several impact and private investors to scale their renewable mini-grid 

business. Among the investors are no venture capitalists or large private investors with purely 

financial return intentions. This suggests that the two companies, with their dual mission and 

logic, are not financially attractive enough for such investor groups. Nevertheless, even though 

hybridity promises less profit than purely profit-oriented companies, it creates greater social 

impact than non-profits and thus raises the particular interest of impact investors. 

 

Microfinanciers  

For customers to be able to afford Envirofit’s and HPs' products at the lower end of the income 

pyramid, both work with NGOs and other distributors, but especially with micro-financiers who 

finance their stoves and using their trust as financial authorities and the advantage of having 

permanent customer contact. Therefore, Envirofits most important sales channel does not only 

make cooking stoves accessible but is also able to "push" the product more than normal retailers 

into the market. Taking such sales activities on a commission basis is a particularly typical logic 

from a commercial organization, and helps in both cases to promote such partnerships and 

equally pursuing their objectives. 

 

5.4 Client Segment 
 
In the case of SBH, clients can be both beneficiaries and customers. Beneficiaries are the people 

who benefit from a developed solution and customers are those who buy the product. The aim 

of SBHs is at best to combine both to achieve an overlap and eventually being more efficient.   
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The results of the research are that such overlap can be found several times in the two examined 

SBHs. They not only sell their products to the poor for profit but by doing so, also satisfy a 

social need. Such overlap is desirable, because it doubles the created value, while the costs 

remain the same. Hereby, the target group across all processes stays almost the same and thus 

increases effectiveness and efficiency. Furthermore, both customer segments appropriately 

represent the dual mission of the SBHs and support the goal of creating value for the 

beneficiaries while remaining profitable.  

 

For instance, HP subsidizes poorer consumers through an adapted pricing model, where higher 

income groups pay comparatively higher prices, but reliable electricity continues to be met for 

each customer. Envirofit also adapts its products to the customers' financial capabilities. Since 

even the cheapest stoves were not affordable for many potential customers, the company 

cooperated with many microfinance providers in order not to categorically exclude the poor 

and to further disadvantage them. In this way, the overlap of beneficiary and customer became 

even greater. Although reaching the most rural communities has been the biggest challenge for 

the companies studied, it stays the segment with the greatest need for support. The development 

of such beneficial overlap, in which the customers also take on the role of beneficiaries, can be 

traced back to the hybridity because the core of hybridity lies in the satisfying market and 

customer needs while conducting socially beneficial activities. 

 

5.5 Revenue and Cost-structure  
 
The revenue and cost structure consist of the profit that a company generates while taking into 

account its cost structure. Multi-dimensional income models and a cost-oriented approach can 

be of great importance to providing social impact while being financially independent.  

 

The results show that it’s essential to scale and build up different sources to attract capital, 

become more independent to ultimately achieve its social goals. It becomes even more relevant 

to the fact that HP and Envirofit not only operate in BOP markets but also pursue a labor-

intensive and therefore costly approach, as they invest heavily in training, education, and 

customer support. Envirofit and HP created several sources of income and keep costs at a low 

level without compromising their social and economic principles: Especially the income 

streams are based on commercial principles. Costs, on the other hand, are not assessed 

according to the highest financial savings potential, but mostly according to the socially most 
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acceptable value. Hybridity makes such a paradoxical decision-making process possible and 

thus enables added value. Overall SBHs do not only operate on profit-oriented principles, but 

they do create a balance with social principles in order to better achieve their goals, especially 

in BOP markets. 

 

Envirofits most important sales channel is the global sale of stoves, then offering stove 

consulting services and ultimately sell carbon certificates. HP, on the other hand, earns money 

primarily from rural energy supply and secondarily through the sale of biomass power plants 

and incense sticks. To further increase profitability, both Envirofit and HP have developed 

innovative pricing models, such as pay-as-you-go services on a daily basis and linkages to 

micro-credit options to maintain positive cash flow. According to HP, the company gives back 

more to the local community than it receives from its electricity bills. This underlines the 

paradoxical application of two logics that encounter each other but creates added value. 

Especially the various revenue channels are based on commercial logic to achieve the highest 

possible profit, which can then be used to apply social principles to benefit the common good. 

 

The spending side is also given great attention in terms of controlling and ultimately reducing 

costs. Envirofit combines centralized manufacturing with local assembly to lower costs and 

assured quality standards, but above to offer more permanent jobs, develop transferable skills 

and pay higher salaries. In contrast to the method often used by social organizations to achieve 

savings through low wage costs due to volunteer work and low salaries, the two hybrids studied 

integrate and support the local people by paying at least market-oriented wages. Therefore, cost 

savings are not only evaluated from a financial perspective, but also implemented following 

their social principles. In summary, savings are desirable regardless of the institutional structure 

of a company, but how they’re realized can vary strongly.  

 

5.6 Governance Structure 
 
The governance structure describes who operates the organization and in what legal form. 

 

The results show, that principles from both private and social welfare organizations can be 

found here.  Both investigated cases are unlisted private companies that are classified as not-

for-profit companies, but the non-governmental company. They are managed by a management 

team or have elected directors. However, since both can be classified as very context- and 
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country-specific operating enterprise, no profound results can be deduced from the information 

gathered 

 
5.7 Operational Priorities 
 
This element describes the operational objectives of an SBH. The priorities range between 

market, social, environmental, and economic values, but may vary in the in the way they are 

applied. 

 

The investigation reveals that the operational priorities are based on a mix of a clear social 

mission coupled with commercial objectives. When applied, these two different can objectives 

receive an advantage, because it’s grounded on the two respective logics: the social, and the 

commercial one. Thus, it is evident that the duality of logic applied by SBHs is positively 

related to the pursuit of a dual mission. For example, mastering commercial practices promotes 

the achievement of profitability. In the same way, activities and processes based on social logic 

promote the achievement of social goals. Despite the fact, that it can be proven that the 

respective missions from the examined cases didn’t change over time, it cannot be deduced that 

the institutional form of SHB has a significant influence on it. The missions are usually set by 

the management or shareholders and both cases do not show that the dual institutional form of 

SHBs led to any chance of their objectives.  

 
5.8 Human Resources 
 
Human Resources deals with all available human performance potentials regardless of the 

institutional type and includes recruitment, payment, performance monitoring, and training. 

 

According to the data examined, the results show, that the institutional form of the SBHs 

influences human resources. This is noticeable in the salaries and the number of volunteers. By 

applying commercial principles and generating sufficient profit, SBH is able to pay market-

oriented salaries and thus exceed the otherwise rather low salaries of social enterprises. 

Likewise, volunteers are not an integral part of staff planning, as it’s common in NGOs. 

However, such a decision in human resource management is mainly based on the strategic 

orientation and only influenced by the applied logics due to their financial strength. Besides, it 

must be mentioned that the overall processes in human resources are quite similar across 
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institutional forms and pursue similar goals, so that the hybridity makes it easier to achieve the 

strategic goal, but has less impact on the strategy itself. 

 
5.9 Affiliation/ Membership 
 
Affiliation and Memberships are cooperative partnerships between various parties and aim to 

promote mutual objectives. While in the private sector companies are usually affiliated with 

other companies from the same industry, in the charitable sector organizations are affiliated 

with networks working on similar issues. 

 

Here, the results demonstrate that the hybridity in SBHs better enables affiliation programs for 

sales and profit promotion, as well as membership alliances that focus specifically on promoting 

social goals and are grounded in more non-commercial principles. The cases show that 

hybridity enables strategic distribution partners on the one hand, but also alliances that serve 

social missions on the other. This is of particular relevance and advantage for the SBHs markets 

like the BOP. Thus, it can be summarized that affiliation and membership in SBHs are based 

on different logics, but both can be applied due to hybridity and contribute to the success in the 

BOP markets.  

 

Envirofit is part of several member alliances and joint ventures that focus specifically on social 

promotion. For example, they are members of several national health and education programs 

and larger international alliances such as the Schwab Foundation. In addition, Envirofit 

collaborates with NGOs to better market their products, educate customers and use established 

sales channels. In order to strengthen their sales activities, they conclude affiliation programs 

on a commission basis with various microfinance partners.  

HP is also part of several member alliances that are primarily focused on promoting sustainable 

and social goals. For example, alliances have been formed with local NGOs that share local 

knowledge and support the hiring and training process. This can be attributed clearly to social 

principles and would be difficult to imagine for purely profit-oriented companies. Commercial 

practices are also evident in affiliation programs designed to promote sales and awareness. Such 

agreements have been primarily made with many microfinance providers and local mini-

entrepreneurs. 
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5.10 Competitive Strategy 
 
A competitive strategy in the context of SBH is the use or attainment of market advantages 

which cannot be used as profitably or efficiently by purely profit-oriented companies or non-

profits.  

 

The results show that the SBHs investigated have a clear market advantage due to their 

hybridity and the prevailing market conditions when it comes to BOP markets. First of all, BOP 

markets tend to be less competitive markets. Secondly, the companies competing in these 

markets are mostly non-profit organizations, since such markets are not financially attractive 

enough for purely profit-oriented companies. As a result, there is hardly any financially strong 

or any for-profit competition. Additionally, non-profit organizations lack the financial power 

to compete with the SBHs and might also not aim to compete among organizations with a 

mutual social goal. SBHs precisely can fill this gap that gives them a fundamental competitive 

advantage, because the hybridity allows them to serve BOP markets profitably while pursuing 

efficiently a social mission. Nevertheless, it can also be stated that although this market gap in 

BOP markets could be exploited by the studied SBHs, it cannot be transferred to other markets 

and SBHs due to the very context-specific situation. Therefore, the circumstances and markets 

have to be considered individually. 

 

For example, HP has focused on markets that could not be adequately served by private and 

state utilities. The Indian state lacked solutions and private utilities lacked profit potential. HP 

has taken advantage of this gap and combined principles from both sides to develop a viable 

business model. Thus, revenues enable better solutions and increasing profits in comparison to 

private companies is less important.    

Envirofit also uses and develops competitive advantages in their market. The stove market for 

private companies is financially not attractive in BOP markets and for purely social 

organizations it requires too many financial resources. Envirofit manages to fill this gap and 

gains a competitive advantage by taking advantage of its hybridity. 
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6 Discussion of the results 

 
6.1 Getting closer to the solution of the BOP dilemma with the institutional form of 

an SBH 
 
Contrary to many criticisms that in BOP markets, the basic premise of being financially stable 

and thereby fighting poverty is not evident or even possible (Dembek, Sivasubramaniam and 

Chmielewski, 2019), an SBH offers a promising approach to help to solve this problem. 

Although the hybridity of SBHs will certainly not solve the BOP problem by itself, however, 

there emerge some advantages that help to at least come closer to a solution. For example, the 

examined SBHs show that a partner network can be built more effectively matching the needs 

of the BOP requirements. This corresponds to the expectations and contents of all underlying 

BOP strategies. Chmielewski et al. (2020) also criticized a lack of focus on the well-being of 

the community, its capabilities and the active involvement of the poor population to fulfill the 

BOP promises. Through hybridity and the dual mission of the SBHs, the examined SBHs can 

offer many opportunities to serve the poor BOP markets more market-based, integrate them 

actively in operational processes and beyond that being profitable. This enables SBHs to pursue 

a successful social mission while maintaining financial stability.  

However, hybridity only fulfills the promise in BOP markets to the extent that it provides 

additional opportunities to the desired solution. Although SBHs can meet the original BOP 

promises of being profitable while simultaneously reducing poverty, there is certainly room for 

further interpretation as to what extent the profit expectations of the original BOP promises for 

MNEs align with the profit use and application of the SBHs studied. 

 
6.2 Creating a partner network plays a fundamental role for SBHs in BOP markets 

 
Unlike Dembeks et al. (2019), who identified that partnerships in BOP markets are severely 

undervalued compared to the BOP approaches, it is clear that the role of partnerships in BOP 

markets is essential to achieve the desired BOP promises and outweighs many other elements 

studied. In many ways, partnerships enable the sourcing of cheap resources, which in turn 

facilitates the achievement of social and economic goals. Beyond that, it is noticeable that SBHs 

don’t just establish a few partnerships, but rather a whole network of partners from different 

fields and of different institutional forms. All of them contribute to the large value-added 

process.  



 46 

Here, the hybridity of SBHs is of great importance for the many essential partnerships, as some 

would not necessarily be available in purely commercial or purely social organizations. The 

investigated added value refers especially to SBHs that particularly succeed in attracting 

specific organizations and market players and thus are able to form such a value-adding partner 

network. 

 

6.3 It is the institutional hybridity that opens up many opportunities  
 
Battilana (2014) argued that institutional hybridity could open up an immense range of 

possibilities and that it marks the beginning of a significant institutional era. Mongelli et. al 

(2019) also emphasized that it’s the institutional hybridity that enables opportunities, 

innovation, and change. HP and Envirofit challenge these suggestions and prove this statement 

to be widely valid. Many examined elements demonstrate that hybridity in particular enables 

in some way the progress of creating value within their institutional field. This implies that not 

all of the value-adding elements of an SBH that have been studied are positively affected by 

hybridity. Some elements are hardly or not at all influenced, while others, depending on the 

individual situation, can bring benefits or even institutional conflicts. Building alliances and 

partnerships with impact investors or governmental institutions, as well as achieving a 

competitive strategy are particularly positively influenced, while other elements are hardly or 

only indirectly affected. Such an element is the implementation of operational priorities, where 

hybridity assists the purpose but does not initiate it. In conclusion, it shows that many value-

creating elements of the examined SBHs only emerge from the institutional hybridity of the 

social commercial logic. For this reason, it is interesting to see what role SBHs can play in the 

future and to what extent it influences existing institutional logics and changes the overall 

picture of future institutional forms. 
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7 Conclusion 

This thesis deals with the topic of SBHs and the effects of their institutional hybridity. The goal 

of this thesis was to understand the impact of the hybridity between charitable and commercial 

institutional logics on the success of companies in BOP markets. The thesis thus addresses the 

following research question: “How can the hybrid character of social business hybrids 

contribute to its success on the BOP markets?” 

 

Although hybridity is increasing in both practical and scientific fields, there is currently little 

research focusing on the special form of SBHs, especially when it comes to the effects of such 

hybridity in BOP markets. For this purpose, I used an explorative and comparative case study. 

By using secondary data and a framework for SBHs by von der Heydt (2020), I was able to 

provide insights into the opportunities in BOP markets through the given hybridity. 

 
In conclusion, the most important findings suggest that SBHs, due to their hybridity, benefit 

from special elements that are well suited to the market-specific conditions of BOP markets 

and thus can be taken advantage of. For example, the development of an efficient and 

strategically advantageous partner network should be emphasized. Through the hybridity, 

essential partnerships become possible and others become more effective. 

 

The main limitation of the research is that the case study is limited to only two companies and 

both operate in very context-specific markets. This has an impact on the market-specific 

characteristics and can result in significant differences in the respective legal framework. For 

example, this affects the market-specific characteristics and results in significant changes in the 

legal framework. Consequently, a transfer to similar companies in similar markets can lead to 

different results and should be taken into account.  

 

Future research on the topic could focus on the opportunities arising from hybridity in other 

specific markets. In this context, it would be interesting to see whether the resulting 

opportunities in other markets, such as developed countries or more prosperous markets with 

different terms and conditions could be exploited and which anomalies and discrepancies could 

be identified. In summary, it would be crucial to find out whether the advantages of SBHs 

hybridity remain a market-specific phenomenon or can be used universally. 
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9 Appendices 
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Appendix 2: Data Collection - Husk Power Systems
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Appendix 3: Data Collection - Envirofit

 
 
 
 


